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FINANCING CAPITAL INVESTMENTS IN THE USSR, 1949 - 1952
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Billions of Rubles Percent of Total Expenditures

Rational economy 186.4 37.8
Agriculture and forestry 3.7
Social and cultural activities 124.8 26.2
Fducation /Including sci-
entific research/ 60.0
Public health and physical
education 22.8
Social insurance and se-
curity 31.5
Subsidy to mothers b.5
Def'ense 113.8 23.9
State administration .k 3.0

Zverev's budget report further revealed that a total of 143.1 billion ru-
bles will be spent on capital investments apd on the increase in working capi-
tal in 1952.(2) However, not all of these investment outlays are channeled
through the budget. In the postwar period an ever-increasing share of outlays
for investments are borne by state enterprises which reinvest part of their
profits directly.

Table 1, compiled from budget reports for 1948 -~ 1952 as indicated, shows
the increasing importance of enterprises' own resources as a source of capital
investments in the postwar period.

Table 1. Source of Capital Investments
(in percent)

From Enterprises' Profits

Period From the Budget and Other Resources
1947 (3) 33.6 16.4
1948 (3) 86.3 13.7
1949 (plan) (k) 76.3 23.7
1950 (plan) (5) 78.4 21.6
1951 (plan) (6) b 25.6
1952 (plan) (2) 68.6 31.4

It 18 interesting to note that, while the share of capital investments
which will be financed trom ente.prises' internal sources in 1952 greatly ex-
ceeds the 1951 level, actual profits which are plamned to be retained by enter-
prises in 1952 will be less than in 1951.(2) A possible explanation of this
apparent contradiction may lie in increasing depreciation charges in 1952 and
smaller allocations from retained profits for other than capaitel investment

purposes.
The share of investments which are finsnced from the budget varies for

different sectors of the economy. Capital investments in agriculture, ror ex-
ample, have generally been almost coupletely financed through the budget, while
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a large part of investments in industry have been financed by industrial enter-
prises themselves. The 1949 budget report gave a significant breakdown of the
sources of capital investments by sectors of the economy.

Table 2 shows the relationship between investments financed through' the
budget and investments from enterprises’ own resources for various sectors of
the economy in 1948 - 1949,

Table 2. Financing Capital Investments by Branches of the Economy (7)
(in billions of current rubles)

1948 1949
From Internal From Inten;.l
Total Budget Sources Total Budget Sources
All natiomal economy 66.1 57.1 8.9 105.5 9.8 ;5.6
.Including:
Industry 46.3 39.7 6.6 2.2 52.8 19.3
Agriculture b.3 4.2 .1 9.2 8.9 .2
Transport and
communications 8.9 7.1 1.8 13.5 3.0 4,5
Trade and pro-
curement .8 6 .2 .9 .6 .3
Other branches 5.6 5.3 .2 9.5 8.3 1.2

It can be seen from the tabie that in 1949 the budget arcounted for 96.9
percent of all capital investment outlays in agricuiture but only 73.1 percent
‘in industry end 66.6 percent in transport and communications.

Using the above data and the 1949 budget report, the share of total bud-
get allocations which were devoted to capital investments in sectors of the
economy can be calculated (Table 3).

Table 3. Allocations amd Investments From the Budget for 1949 (Planned)
(in billions of rubles)

Percent of
Budget Funds Used
Total Allocations Investments for Investments
National economy 152.5 - 79.8 52.3
Including: X
Industry 75.5 52.8 b9.9
Agriculture 32.7 8.9 27.1
Transportation .7 9.0 61.2
Trade and procurement 6.5 0.6 9.2
Other branches 17.1 8.3 48,5

It can elso be calculated that in 1949 about 66 percent of total capital
investment ocutlays from the budget vent into Industriai investments and only
about 11 percent each went to agriculture and transportation.
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In 1952, 54.3 percent of total budget allocations to the national economy
will go into invesuments.(2) The shere of budget ellocations to the economy
vkich are to be devoted to investments has not varied greatly since 1949 except
for 1950, when it was planned to be almost 6l parcent of all national economic
expenditures. (The elimination of subsidies tc many enterprises in i950 prob-
ably was one of the reasons for the higher rate of investment expenditures in
that year.) However, since allocations from the budget to agriculture are de-
clining in 1952, in both relative and absolute terms, it is likely that a some-
wvhat higher percentage of total economic expenditures from the budget will go
to industry and, hence, to industrial investments. This may also explain why
investment outlays from the budget in 1952 rem:ined almost unchanged from 19%51.
(Moreover, the vholesale price reductions on 1 January 1952 on such- goods as
construction materials, machinery, equipment, etc., _7 will have the effect
of increaging the ruble value of investment outieys as against last year.)

The principal source of nonbudget investments is ‘the profits of state en-
terprises and economic organizations. The greatest part of these profits goes
to the budget, the actual amount depending on the rate prevailing in the branch
of the economy. The remaining part is spent by the enterprise= for capital in-
vestments and repair, vorking capital expansion, and the so-called director's
fund, as well as for scme unidentified purposes.

On the basis of the published plan t'igures for 1949 and the budget reports
for 1950 - 1952, we can speculate as to the following approximate breakdown of
profits for 1950 - 1952, (Table 4).

Table 4. Distribution of Profits of the Hational Economy, 1949 - 1952
(in billions of current rubles)

1949 (9) 1950 (5) 1951 (6" 1952 (2)

Total profits 69.6 65.0 76.7 8.1
To budget 32,28 40.4 k7.1 62.0
Retained by enterprises 37.4 2u.6 29.7 26.1
Of which to: 6
. Working capital 11.4 9. 5.9 .1

Director's fund 1.40 1.(3)h 1.50 1.8°

Capital investment 15.3

8.7¢c 17.3¢ 13.2¢ -
Capital repalr 4.2
Other purposes 5.1 5.0‘1 5.08 5.08

a. This figure does not include excess working capital wvhich enterprises turn
over to the budget. It is likely that the figures for profit deductions
into the budget for 1950 - 1952 do include some excess working capital
funds.

b. Estimated on the basis of 2 percent. (Trud, 26 May 50, 16 Sep 50)

c. Estimated as a residual after :llowing for expenditures for "other pur-
poses.”
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. rather high levels of retained yofits in 1949 this Ligure be ton high
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vestments and capital repairs for 1956 - 1952 may be undsrstated. | =

It ehouls be acted that ell figures .in Tsble & are plaa figures. Astually,
it 1s 1ikely that in 1951 investments financed through enterprises’ retainsd *
profits fell helov the plan since sctual protits of the naticmsl SCORORY Were
2 billion rubles short of the goal.(2) (While profits of the natioma) ecomomy
:;gbomm, profit deductions to the budget in 1951 were actually mere
’ . .

In gonclusiom, it sheuld be moted that the distimetion between investuests
fisanced through the budgst and those financed by enterprises directly frem
their profits and other resources is not of great importanca from the over-all
ecomnomie viewpoint. Kowever, it is of spne importance to the individual e
terprise and organisation, insofar as profit daductions to the btuiget oan be
and generally are reinvested im other industries or evon othey seetors of the
sconamy, vhereas retainsd profits are used for investments within 4y swme ine
dustry, Since isdustry gaaerally sccoumts for tho largect share of profits ia
the ecoucmy, it is likely thev acst investments frem retainsd profits go iato
industrial imvestments. (In 1951, isdustry was to cbtain profits amounting o
about k1.2 billion rubles out of profits of 75.7 billiom rubles £or the mae
tional econcmy as & whole./S 7) ’
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